Keywords: multiple borrowing, over-indebtedness, microfinance, loan history, voice of borrower surveys EMPIRICAL DATA CAN BE COLLECTED by 'Voice of the Borrower' (VoB) surveys that elicit data directly from borrowers. Until now, in India, VoB surveys have been limited to studies conducted in a specific location, which cannot be generalized because of the diverse socio-economic landscape and uneven geographic penetration of microfinance in the country. For this study, we conducted an exploratory VoB survey of women borrowers across 13 states to derive a pan-India footprint. The intent was to assess whether there were regional differences in multiple borrowing and related factors that could lead to over-indebtedness. This included exploring the hypothesis that age of the borrower could affect borrowing patterns.
Corporate Citizenship'. The sample of respondents is not a random sample that can be analysed with statistical techniques, since these respondents were selected by the MBA students based on availability. But they do provide a basis for an exploratory qualitative analysis, which can yield hypotheses to be studied in future empirical research. Our paper presents the analysis of the VoB survey data and the implications of the findings with respect to four research questions:
• Can the poor meet expenses from their household income?
• From whom do the poor borrow?
• What are the purposes of taking loans?
• What is the extent of multiple borrowing?
Evidence of the diverse landscape and uneven geographic penetration of microfinance is briefly presented in the next section to serve as the context for our study. The following section highlights key features of our methodology, including the design of the survey, to understand borrowers' needs. The analysis is presented in the subsequent sections along with the implications of our findings.
Context for the study

Diversity of socio-economic landscape in India
An indicator of India's diverse socio-economic landscape is the state-wise gross domestic product (GDP) per capita. The available data for 2010 is aggregated according to the zones that we used for analysing our VoB survey data outlined in Table 1 . The GDP per capita is the highest in the two states in the Western Zone, Maharashtra and Gujarat, at INR68,994 (US$1 = INR53.16), followed by Southern II Zone at INR57,568, and Southern I Zone at INR50,676. In contrast, the Northern and Eastern Zones have much lower figures of INR32,343 and INR30,383, respectively.
Uneven geographic penetration of microfinance
The distribution of active borrowers by states using data collected in 2010 from 266 MFIs highlights the domination of southern India in the penetration of microfinance. The three states of Andhra Pradesh, Tamilnadu, and Karnataka account for over 55 per cent of the total number of active borrowers. The eastern states of West Bengal and Orissa account for another 20 per cent with the remaining 14 major states accounting for only 25 per cent of the number of active borrowers (M-CRIL, 2010) .
methodology Popular methodologies such as randomized control trials (RCTs), diaries, and surveys provide data that inform policy makers about the borrowers' perspective on the issue of over-indebtedness. RCTs address the limitation of non-randomized assessments by assigning individuals to the 'treated' group: for example, the one that has access to microfinance, and the 'control' group without access to microfinance. A major limitation of RCTs is the inability to generalize the results to other settings. Diaries capture longitudinal data as opposed to surveys that only provide a snapshot at the time of the survey. Both these latter methods have the same limitation as RCTs, namely, the inability to generalize the conclusions from the locations where the studies were conducted to other locations. Further, the symposium on 'Microfinance: Its Impact, Outreach, and Sustainability' in 2008 pointed out that: 'In many cases, these methodologies are very costly and time consuming. It generally takes several rounds of surveys over a relatively long period of time before adequate data have been collected' (Hermes and Lensink, 2011: 880) .
A smart solution proposed at the symposium to address this problem is to create a retrospective panel database based upon a single survey of MFIs' clients (McIntosh et al., 2011). The simple idea of this method is to ask respondents to think about major changes in the household in the past, and link these changes to the timing of the treatment such as having access to a microfinance loan. Our Voice of the Borrower (VoB) survey approach is analogous to this method because it is a spot survey that ascertains the history of taking loans by borrowers instead of repeated panel surveys. The questionnaire tracked the loan history of the four most recent loans in lieu of a longitudinal study, and elicited information starting from the most recent loan, then the next most recent loan, and going back to the fourth most recent loan. We used 'family' for ascertaining expenses, liabilities, and loans at the household level since the poor in India tend to share their resources and financial burdens with their families. Using households as the unit of reference for studying indebtedness is also more appropriate since it takes all household cash flows into account (Schicks, 2010) . Household level data based on a standardized survey is not, however, readily available for specific markets. This glaring gap was pointed out in a study by responsAbility and University of Zurich in their attempt to construct an Over-Indebtedness Early Warning Sign Index, which was perforce limited to available primary and secondary data on 14 leading indicators (Kappel et al., 2010) . Our VoB survey fills this gap in household level data in India. We also examined whether the age of the respondent affected the survey findings in each region.
Content and structure of the questionnaire
We made every effort to keep the questionnaire short so that it could be completed within 30 minutes since poor respondents have competing demands on their time and household distractions as well. The design of the questionnaire minimized text data, and provided check boxes, where feasible, for recording responses. Our briefing to the MBA students about the conduct of the survey stressed, however, that they should not prompt the respondent by offering the different options in the check boxes and asking her which option she wanted for her response. The students had to ask the question as an open-ended question and record her unprompted response in the appropriate check box. In case the response did not fit any of the boxes provided, a default option, 'Others', was provided with space to enter the text data.
The sequence of questions started with simple family-related information on the household composition, occupation, etc. for the interviewer to establish rapport with respondents. The next set of questions about difficulties in meeting household expenses was also short. The heart of the questionnaire was the section that dealt with details of the four most recent loans taken by respondents, along with the source and purpose for each loan. We pre-tested the questionnaire in an impoverished locality near Mumbai where the SPJ Institute is located, and amended the questionnaire based on the pre-test responses.
Training of investigators
An intensive briefing was held by the Institute faculty with the 60 MBA students who volunteered to conduct the VoB survey during their summer recess. A team of two students was assigned to each of the 30 regions surveyed depending on their native language and therefore their ability to facilitate communication with the respondents. The time for conducting the interviews was specified as 7 a.m. to 11 a.m. before rural women leave for work in the fields. In addition, the surveyors were briefed to allow the respondent to stop the meeting if she was interrupted by a family emergency by saying that they could come back later when she had the time.
The following script was given to the students for introducing themselves and allaying any concern of respondents in villages who might think they are from some government agency to check on their incomes. The script highlighted the fact that the study was an important component of the curriculum to receive their degree:
We are students from a college who are interested in studying the living conditions in your village. This study is part of our education for getting our degree. We hope you will help us out. Let us assure you that your information will be used only by us as part of our learning for getting a degree.
The use of college students for conducting such surveys in poor areas has merit since it removes the respondents' fears when interviews are conducted by professional survey investigators, who cannot use the aforementioned introduction. We also urged the MBA students to wear simple clothes, and avoid perfumes and sunglasses to help establish rapport with poor rural respondents.
Analysis of the data
We received a total of 1,620 questionnaires from the survey teams, which were individually checked for consistency and gaps. The number of usable questionnaires was 1,433.
Five geographic zones were created to cluster the 1,433 responses based on the geographical proximity of the states and the number of responses for each state. This clustering was shown in Table 1 .
The respondents within each zone were classified into four age groups:
• below 30 years;
• 31 to 40 age group; • 41 to 50 age group;
• over 50 years.
The breakdown of the sample in each zone by age group is given in Table 2 . Note that Andhra Pradesh (AP), the state that sparked the controversy on over-indebtedness The purpose for which loan(s) are taken was classified from the checklist of 10 options in the questionnaire into the following five categories:
• primary needs: 'food', 'health', and 'rituals'; • secondary needs: 'house maintenance', 'children's education', and 'clothing'; • income-earning: 'own business' and 'spouse's/other member's 'business'; • pay-off loans; • others.
We included 'rituals' as a primary need because religion and society are dominant in one's life in India and provide opportunities to demonstrate the belonging of families to society.
Limitations of our study
We identified the following limitations after our survey was completed based on additional secondary research on studies published since May 2010.
• Household income was not ascertained in our survey. This was an important factor in the M-CRIL 2011 study on the impact of the regulations of India's central bank on loan size and lending conditions (M-CRIL, 2011) . This study stressed the need to segment microcredit users into different categories according to family income rather than treating them as a single category. Income is a factor that has also been ignored in the current discourse on poverty-lending.
• When we analysed regional differences in the data on 'inability to meet expenses from household income' we found that education, and not age, was a factor that could explain some regional differences. VoB surveys should include education as a demographic in addition to age and income for segmenting respondents.
• Our questionnaire did not collect data on interest rates paid for the loans.
indicative findings from the voB survey
Inability to meet expenses from household income
Findings by region. Clear regional differences emerged from the VoB survey with regard to inability to meet household expenses as shown below:
• Southern II Zone (includes AP and We checked the areas from which the sample was drawn and found that respondents in the Eastern Zone were from small, remote villages in Bihar, Orissa, Jharkhand, and West Bengal. In contrast, respondents in the Northern Zone were from metropolitan cities such as Delhi, Lucknow, Meerut, and other bigger cities.
Since the consumer price index is higher for cities and large towns than for small villages, borrowers in the Northern Zone could fall short in meeting their household expenses in comparison to the Eastern Zone.
We also checked the areas where the respondents in Southern II Zone (with the highest incidence of 65 per cent) were selected, and found that respondents came from small, remote villages, similar to the Eastern Zone. The cost of living factor could not hence explain the discrepancy between the Southern II and Eastern Zones. We then looked at the education level of the respondents in the two zones to see if that demographic could explain the findings. Table 3 shows that respondents in the Southern II Zone were far more educated. Literacy levels in all age groups in Southern II Zone were about 70 per cent compared with only 30 per cent even in the younger age group in Eastern Zone.
The high incidence of inability to meet household expenses in Southern II Zone despite being educated could be due to the paucity of income-earning opportunities in this zone, expenditure on the education of children in the household, or other socio-cultural factors. There is some evidence to support the hypothesis regarding lack of income-earning opportunities: over 60 per cent of respondents in the Western and Southern I Zones are able to meet household expenses because of their proximity to urban areas that provide opportunities to earn income.
Implications. Three points emerge from the above analysis:
• Education of the borrower appears to be an important demographic factor to be considered in analysing VoB survey data, in addition to age and income.
• The interest rates charged by MFIs should not be a one-size-fits-all model, but vary by region, and distinguish further between urban and rural locations of borrowers in each region. The consumer price index could be used as a gauge for setting the differential rates, and can be justified for setting rates to both the regulatory authorities and borrowers. • For first-time borrowers with no credit history, it is not easy to set credit limits. Loan officers could ascertain from potential borrowers their ability to meet household expenses and assign higher credit limits to those who have no problem since they should be able to make regular payments.
Findings by age group within each region. The impact of age is most apparent in the Southern II Zone -the incidence of inability to meet expenses increases with age from 47 per cent in the 'below 30' age group to 60 per cent in the 31-40 age group, and over 80 per cent in the two older age groups. In Southern I Zone the incidence decreases with age from 51 per cent in the 'below 30' age group to between 22 and 30 per cent in the older age groups. In the other three zones, age did not affect the ability to meet household expenses. Table 4 presents the data.
Implications. MFIs could increase the household income for older borrowers in Southern II Zone by hiring younger family members of borrowers as loan officers. SKS Microfinance adopted this hiring strategy, which has an inherent advantage of loan officers knowing their clientele. An additional benefit is the low wages of a young workforce, not to mention the motivation of loan officers to make the most of the job opportunities offered to them (Akula, 2008) .
Source of the most recent loan
Findings by region. In the Southern II Zone, 74 per cent take loans 'with a group' which is to be expected since the group-lending model is deployed by the large number of MFIs in this region. Also, 22 per cent of borrowers in this zone take loans from banks. Northern Zone exhibits a similar pattern with 64 per cent, taking loans 'with a group'. 'Moneylenders' appear to be a significant factor only in the Eastern Zone. Banks are cited by a mere 6 per cent of respondents as a source for their loans -a stark indicator of financial exclusion in this zone that forces 35 per cent of the respondents to take loans from moneylenders. Interestingly though, in the Eastern Zone we noted above that households are most able to meet their expense requirements.
The incidence of family members as a source of loans was negligible in our survey. note: '%' is the proportion of respondents in that group who answered 'no' to the question: 'is your family able to meet expenses from the household income?'
Western and Southern I Zones had significant gaps in the data on source of loan and are hence excluded in our analysis. See Table 5 for the data.
Implications. Heavy reliance of borrowers on moneylenders in the Eastern Zone indicates a latent need for financial services, making it a ready-to-tap market for MFIs that are offering better terms.
Findings by age group within region. The analysis is summarized below only for Southern II and Eastern Zones. We excluded the Northern Zone since the sample was dispersed between remote villages and areas close to metropolitan centres. The heterogeneity of the sample could affect the data on the source of loan taken by the respondents.
• Southern II Zone. Nearly 80 per cent of borrowers in the 'over 30' age group take loans with a group compared with only 49 per cent for the 'below 30' age group. The younger group avail themselves of loans from a bank, 35 per cent, compared with only 15 per cent in the older age group.
• Eastern Zone. Moneylenders were not as significant a factor for the 'below 30' age group -only 25 per cent compared with 43 per cent in the 'over 30' age group.
Implications
• Southern II Zone. The 'below 30' age group with better education and earning opportunities than older borrowers is able to avail itself of loan facilities from banks. The high incidence of taking loans with a group in the 'over 30' age group is an indicator of the penetration of MFIs and self-help groups linked to banks in the region. Banks would benefit from targeting the older age group for expanding their clientele in this zone.
• Eastern Zone. Moneylenders have traditionally been a major source of loans in this region. The 'over 30' age group still relies upon a known and reliable source to a greater extent than the younger generation. MFIs would do well to target the older generation with loans that offer better terms than moneylenders in their expansion efforts in this region. 
Purpose of most recent loan
Findings by region. 'Pay-off loans' -to cover payments for other loans -did not crop up as a purpose for the most recent loan in all regions and age groups in our VoB survey. This is surprising since moneylenders were an important source of loans for borrowers in the Eastern Zone. However, it needs to be noted that people may not readily admit to this type of behaviour which is generally discouraged (see following section on multiple loans). Table 6 shows that 'income-earning' is cited by 65 per cent of respondents as the major purpose for taking the most recent loan in Western Zone. Southern I Zone follows at a much lower level of 43 per cent. In the other three zones only 25-35 per cent take loans to earn income.
Implications. The sample in Western and Southern I Zones came from near-urban locations as opposed to more rural locations for the other three zones thus enabling them to earn income by having a ready market for the business launched with the help of the loan. In contrast, the lower incidence of taking loans for investing in a business in Southern II Zone (including AP) is noteworthy because of the high penetration of MFIs in AP. Our hypothesis is that access to markets is as important as access to money for borrowers to invest in income-generating businesses.
The innovative strategy of BRAC pioneered by Sir Fazle Hasan Abed in Bangladesh and replicated since in other countries presents a viable solution for the problem of access to markets. His strategy was to vertically integrate the microcredit programme through commercial enterprises to provide markets for goods produced by the poor beneficiaries of microcredit. For example, BRAC operates commercial dairies to sell the milk produced by a borrower who used the loan to buy a cow. BRAC collects the milk from her via a refrigerated truck that takes it to one of BRAC's 67 'chilling stations', and thereafter to BRAC's commercial dairy production centre. This centre processes 10,000 litres of milk, yogurt, and ice cream an hour, and sells it in the cities, earning US$1.7 million in 2006 on sales of $13.4 million, which goes back to the microcredit programme (Armstrong, 2008) . Most important, the borrower benefits personally by getting double the price for the milk that BRAC collected from her. note: the percentage is the proportion of respondents in that age group who ticked off the specific purpose for taking the most recent loans. in the eastern Zone, the data for this question was available for only 109 respondents out of the total number of 359 responses.
The high incidence of expenditures on primary needs in the Eastern Zone can be attributed to the low income levels of the states in this region, which make expenditures on food, health, and rituals a priority before investing in a business.
Findings by age group within region. Significant differences were observed by age groups although the pattern was not consistent by location as shown in Table 7 . In the Eastern Zone, for example, the incidence of 'income-earning' as a purpose was significantly higher in the age group over 40 years compared with the below 40 age group. A similar correlation was observed in Southern II Zone, though to a lesser extent. The Northern Zone, however, showed a reverse pattern with the incidence of taking loans to earn income decreasing with age. This pattern was also observed to a lesser extent in the Western Zone. Southern I Zone stood apart with age having no impact on taking loans for earning income.
Implications. MFIs should design products to meet the varying needs of borrowers depending on their age. The financial services industry has successfully exploited this concept by tailoring products to meet the needs of people in different life-stages based on the client's age. In a country as large as India, these products should further be customized to the different regions instead of offering a uniform set of products for the entire country.
Multiple borrowing
Multiple borrowing is generally regarded as an early warning indicator for overindebtedness. A contemporary study by the European Fund for Southeast Region (EFSE) in Bosnia & Herzegovina in July-November 2009 based on a sample of 887 microcredit borrowers of six leading microcredit organizations examined the impact of 'cross-indebtedness' defined as the number of loans per customer from different institutions. The post by Elisabeth Rhyne in the CGAP blog series on over-indebtedness succinctly summarizes the main finding (Rhyne, 2011) : 'Indebtedness across two providers was fine; defaults jumped noticeably with three, but not to a level that would be hard for lenders to handle. At four loans, however, the likelihood of defaults jumped up steeply. ' The question on loan history in the VoB survey covered all loans taken by the respondent or any other family members. The age of the borrower is not germane to the analysis of the loan history data for this reason. Hence, we present our findings only by regions. Table 8 shows the loan history of the most recent four loans taken by respondents or other family members, in other words, by the households of the respondents. Only in the Southern II Zone, which includes AP, is there significant evidence of multiple borrowing -21 per cent of households have a history of at least four loans. This incidence is almost nil in all the other zones, where 70 per cent or more of the households took only one loan.
Findings by region.
Implications. A root cause of multiple borrowing in Southern II Zone could be that MFIs are chasing growth by competing for the same clients, since this region has the most dense network of MFIs. Further, it was noted above that Southern II Zone had the greatest difficulty in meeting household expenses and therefore a more pressing need to borrow. As this is the most educated population group in the study, this could be related to aspirational issues (desire for a good job over menial labour, educating children, etc.) as well. Further analysis on AP and the Southern II Zone may turn up further issues that have created the anomaly.
Therefore, the underlying factors for multiple borrowing are: financial inability to meet household expenses, easy access to loans, lack of income-earning opportunities and possible other factors such as aspirational ones that have not been investigated here. The following ideas could help alleviate this problem.
• MFIs could create job opportunities by hiring family members of borrowers as loan officers.
• Flexible repayments can be instituted for borrowers who take loans to invest in a family business to cope with the uncertain cash flows from the business. This idea of flexible repayments was tested in Village Welfare Society, an MFI in Kolkata in West Bengal state, using an RCT experiment (Field and Pande, 2007) . The study found no significant effect of type of repayment schedule on client delinquency or default.
• Multiple borrowing is most likely in regions with a high density of MFIs. In the absence of a credit bureau, MFIs should conduct a rigorous background screening for borrowers from such high penetration areas to check the purpose of the loan and the client's ability to make repayments. Clients who have taken prior loan(s) from moneylenders are likely to be in debt due to the high interest rates of moneylenders. While assessing the client's ability to repay loans, MFIs should check the sources and interest rates of prior loans.
• Alex Counts pointed out that the MFIs' most important assets are not their loan portfolios but their high-quality relationships with customers at the bottom of the pyramid (Counts, 2008) . MFIs could leverage these relationships to distribute a range of consumer products and services, not just financial ones. The additional revenues generated could enable interest rates for loans to be reduced. A note of caution: operating expenses of the MFIs will increase because of the requirement for additional loan officers to handle not only loan At least 4 loans 0 1 0 0 21 disbursement and collections but also distribution of consumer products and services.
Conclusions
Need for action-oriented research
At the outset, we point out a caveat about the findings from any study of overindebtedness of microfinance borrowers. Are they valid in the current environment given the rapid change in the global financial industry, including the microfinance industry? Shorter and direct feedback loops based on a strong client focus are needed to enable MFIs to improve product design, client retention, staff motivation, and repetition (Copestake, 2011) . Action-oriented research would help MFI management to address the multiple borrowing problem. The concept of 'satisficing' accuracy proposed by the late Nobel laureate in Economics, Herbert Simon, is relevant in this context. In essence, this concept balances the cost and time for collecting data against the need for timeliness in getting that information to make decisions. If the information is late, it is of no value. Further, the level of accuracy required has to consider the value of the information in terms of what is at stake in making the decision. The accuracy should be just enough or 'satisficing' for the decision at hand (Mohan and Holstein, 1998) .
Contribution of our study
Longitudinal studies on a panel of households to assess the impact of microfinance are costly and take time. Our approach tracked longitudinal data through a single survey where we ascertained details of the four most recent loans taken by borrowers. Such an approach can yield action-oriented findings of satisficing accuracy for borrower surveys.
Further, borrower surveys in India have been conducted in a specific location. Their findings cannot be generalized because of the diverse socio-economic landscape and uneven geographic penetration of microfinance in the country. Moreover, none of the surveys segmented customers by age of the borrower, which could affect borrowing patterns since younger borrowers have different financial needs compared with older borrowers. Our pan-India Voice of the Borrower survey examined the impact of region and age on multiple borrowing and related issues for 1,433 women borrowers across 13 states.
Key findings of our analysis
We found clear differences by regions in borrowing patterns of respondents, in particular, multiple borrowing and its underlying factors such as source and purpose of loan. Studies conducted in specific locations hence have an inherent limitation in that their conclusions cannot be generalized to other locations. We also found that age of the respondent did affect borrowing patterns within a region. Some of the differences by region that could not be explained by age were traced to other possible demographic factors such as the education of the respondent. Finally, contextual factors such as consumer price index and borrower's access to markets can account for some of the differences observed by region.
Two key findings are summarized below:
• Respondents from the Southern region including Andhra Pradesh, with the most dense network of MFIs, have the highest incidence of taking at least four loans (21 per cent). This is almost nil in all the other regions where 70 per cent or more of the respondents took only one loan. The data is in line with the commonly held view that MFIs are at least partially responsible for promoting multiple borrowing in this region.
• 'Moneylenders' are a significant factor only in the Eastern region. Banks are cited by a mere 6 per cent of respondents as a source for their loans -a stark indicator of financial exclusion that forces 35 per cent of the respondents in this region to take loans from moneylenders.
Implications for the microfinance industry
Multiple borrowing. MFIs could consider the following suggestions to address this problem:
• Institute flexible repayments for borrowers who take loans to invest in a family business.
• Screen borrowers to check on the purpose of the loan and their ability to make repayments in the absence of a credit bureau. A rigorous procedure for screening potential clients is employed by Equitas, an MFI launched in Chennai in December 2007 that had scaled its outreach to exceed 1.26 million customers as of 30 September 2010. An important feature in Equitas's business process is the use of two different teams of field officers, one for origination of loans, called the sales officer, and another for collection repayments, called the relationship officer (interview with CEO of Equitas Microfinance on 20 January 2010).
• Leverage relationships with clients to generate additional revenue streams by distributing consumer products and services to enable interest rates for loans to be reduced.
• Take a leaf from BRAC's strategy of vertical integration to provide channels for borrowers to access markets for their products.
Interest rates. Our analysis suggests that interest rates charged by MFIs should vary by region, and distinguish further between urban and rural locations of borrowers. The consumer price index could be used as a gauge for setting differential rates.
Design of products to meet varying needs of borrowers. Significant differences were observed based on the borrower's age, with the pattern not being consistent by location. We suggest that MFIs should design products to meet the varying needs of borrowers in different age groups as is the case with the financial services industry.
Sanjay Sinha of Micro-Credit Ratings International Ltd. (M-CRIL) reviewed the draft version of this paper and provided the following comment that concurs with our key conclusion:
The one-size-fits-all microfinance product offered by MFIs generally (and in India in particular) may have enabled MFIs to standardize and reduce costs but it has not necessarily met the needs of clients. Further, the roll-out of standard products countrywide in a 'continental' country like India is actually impractical and leads to anomalies like loan sizes that are too small for southern India, while they may be more appropriate for eastern India. It should be possible (even desirable) to vary both loan size and pricing as you have indicated (personal email communication from S. Sinha to L. Mohan, 15 October 2011) .
Scope for expansion. MFIs should tap the latent market for financial services in the Eastern region where the incidence of taking loans from moneylenders was found to be significant.
Design of questionnaire for borrower surveys
The questionnaire should cover only the 'must have information' and avoid extending it to 'nice to have information' that will take more time for the interview. Since the survey respondents are poor, with household pressures on their time, the questionnaire should be designed to be completed in a short time, say, 30 minutes. Use of check boxes to minimize text data will help to meet the time constraint.
We also recommend that borrower surveys segment microcredit users by age, as we did, and by income, which we did not.
Some directions for future research
We found regional differences on two questions: 1) inability to meet expenses from household income, where education might be a root cause for the differences; and 2) despite the high density of MFIs in Andhra Pradesh, the incidence of taking loans for investing in a business was low among respondents who reside in small villages. Empirical research is needed to test the hypothesis that education and access to markets affect borrowing patterns.
Significant differences by age group were also observed, but the pattern was not consistent by location. The interplay between age and region on borrowing patterns also merits further study.
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